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SUBJECT:  ORASCOM  TELECOM  FACES  FINANCIAL  CHALLENGES  FROM  ALGERIAN  GOVERNMENT  ACTIONS  REF:  CAIRO  02261  Classified  By:  Minister  Counselor  for  Ecc 

1. (C)  Key  Points:  — The  Government  of  Algeria  claims  that  Orascom  Telecom  of  Algeria  (OTA)  owes  $596.6  million  in  back-taxes  for  the  years  20C 

2. (C)  Econcouns  and  Econoff  met  December  4 with  Alex  Shalaby,  Chairman  of  Mobinil  and  close  colleague  of  Naguib  Sawiris,  Chairman  of  Orascom  Te 

3. (C)  Shalaby  told  us  that  OTA  had  an  agreement  with  the  Government  of  Algeria  (GOA)  for  a five  year  "tax  holiday,"  which  includes  the  tax  year 
f4 . (C)  Shalaby  said  he  believes  that  the  GOA  has  been  unhappy  with  OTA  for  a number  of  years,  in  part  because  OTA  and  Orascom  Telecom  compete 

5. (C)  Shalaby  asserted  that  U.S.  investors,  by  virtue  of  their  shares  in  OT,  hold  a majority  interest  in  OTA.  (Note:  U.S.  investors  in  OT  incli; 

6. (C)  Shalaby  noted  that  OTA  could  fight  the  tax  issue  through  international  arbitration.  However,  this  process  typically  takes  a very  long  tin 


